(A ORDER

U.S. Department of
Transportation DOT 2300.3A
Office ofthe Secretary
of Transportation
5-15-86

Subject: Fi nanci al Managenent Systens

1. mm_a%. This Order, as required by Of ice of Minagenent
and Budget FM) Crcul ar A-127, provides: (a) policies and
procedures for devel oping, operating, evaluating, and reporting
on financi al rranagerrent Syst ens; (b}%, gui dance on reporting under
Section 4 of the Federal nagers' Financial Integrity Act;
and, (e) guidance on the requirements that are provided in
paragraph 3 of this Oder.

20 caNCELLATION. DOT 2300.3 § Departmental Financial Mnagement
| nprovenent, . of 2/24/71.

3¢ REFERREMNAL

a. Budget and Accounting Procedures Act of 1950 (64 Stat 832)
regw res the head of each department and agency to establ’ish
and nmai ntain adequate systems of internal control.

bl Federal Mnagers' Financial Integrity Act amended the
Accounting and Auditing Act of 1950 $64 Stat 834) to
require ongoing evaluations and reports on the adequacy of
the systemof internal control.

¢. 31 0.8.€. 1108, 3511, and 3512 are rel ated to the above
cited Acts.

di OMB Circul ar A-7h, Responsibilities for the Adm nistration
and Managenent of Automated Data Processing Activities.

e. O Crcular A-123, Internal Control Systens.

f. OMB booklet "Financial Mnagement and Accounti rll\% bj ectives,"
dated March 1985, a fol lowup to OM8 Circular No. A-127 which
provides additional. details of the objectives to be achieved
I n designing new systens and in operating existing ones.

g. O#B booklet "Quidelines for Evaluating Financial Mnagenent/
Account i anOSyste n dated May 1985, a followup to
Grcular No.  A-127 which outlines a reconmended approach to
eval uating systems and preparing two required reports.

DISTRIBUTIOW: AL Seereftamiall OETHCETS oP:. ORIiCE OF
Al Qperatiing Adfiinistratiionss Finaneiiall
Managenemit
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4| BACRGROUINDD. The Budget and Accounting Procedures Act of 1950,
the Federal Managers' Financial Integrity Act, and related
| egi sl ation (31 U.8.C. 1108, 3511, and 3512) provi de that:

a. Establishing and naintainin?.systens of accounting and
reporting is the responsibility of the Executive Branch,

bl Agency systems shall provide for:

(1) Conplete disclosure of the financial results of the
activities of the agency;

(2) Adequate financial information for agency managenent
and for formulation and execution of the budgef; and

(3) Effective control over revenue, expenditure, funds,
property, and other assets.

e. Full consideration shall be given to the needs and
responsibilities of the Congress and the Executive Branch
in systems design and reporting.

dl  Accounting ?rinciples and standards are to be prescribed
by the Comptroller Ceneral.

e. Each agency head shall report to the President and Congress
annual 'y on whether the agency's accounting system conplies
with principles and standards devel oped by the Comptroller
General . he agency accounting systems conpliance with the
principles and standards should be evaluated in accordance
wi th guidelines established by oM.

51  DEFUNITIONSI

a. Accounting systemis the- system for recording, classifying,
and sumarizing information on financial position and
oper ations.

bl Departnental Accounting and Financial Information System
(DAPIS),, which is being devel oped at the time of this
witing, will be the centerpiece of the single, integrated
financial managenment system within the Department of
Transportation.
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¢. Financial management information is all information on
Federal spending, collections, assets, liabilities,
gﬁgityL and related budgetary transactions and bal ances.
Thi's also includes data used to develop information for
deci si onneki ng regarding unit costs, average pay rates,
user charges, eftx.

d. Financial mnagenent systemis all manual and autonated
systens for planning, budget fornulation and execution
program and adm nistrative accpuntlng, and audit: as well
as ot her subsystens for recording and classifying financial
data and reporting financial nanagenent infornation,

i ncl udi ng purchasing, property, inventory, etc.

e. SKstens manager is the person responsible for ensuring
that a financial system as designated in the Inventory
of Financial systems, is established, maintained, reviewed,
I nproved and reported upon in accordance with the
requirements of this O der

60 pooaow The Department will manage its accounting and
financi al nana?eneni activities through planning, organizing,
d!rectln%, confrolling, and the application of nodern informa-

no

tion tec Iogy for the collection, use, and di ssem nation of
accountln? and financial information. This Order, required under
0#s Circular A-127, i s subject to revision based on additional

OWS qui dance, a review of the procedures followed in devel oping
the Departnent's five-year plan, and/or the results of annua
reviews of the Departnent's financial systens.

70 aepeoNs. The follow ng apply toany system devel oped and
operated under this O der:

a. The Department will develop a five-year plan covering al
its financial systens.

b. The five-year plan shall feature specific mlestones and
obligation and outlay estinmates to upgrade and operate al
financi al management systems.

¢. The five-year plan shall feature a review and change
approval process and be coordinated with the Informtion
Technol ogy five-year plan.
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d. The Departnent, as part of its five-year plan, will develop
and mai ntai n DAFIS: a single, integrated Departmental
financial managenent system which will be supplenmented with
subsyst ens.

e. The Departnent's financial systens, which include DAFLS, will
meet the objectives set forth in paragraph 8 of this Oder.

f§ Al financial subsystens which interface with DARIS shal
g#go meet the objectives set forth in paragraph 8 of this
er.

40 Substantial revision to the Departnent's financial systens,
|ncIud|ngﬁnmr§, shal | be devel oped on an interagency basis
and be designed to neet the needs of all participating
agenci es.

hi DAFtS shall be the source of financial information used in
the budget, Treasury financial statenents, financial reports
to the Congress, and other financial reports.

i. Funds for the devel opment of new or substantially revised
financial managenent systens shall be expended only for
those financial management 'systens that are specified in the
Department's systems i nventory and five-year plan.

30 Finpancial data needed in the Departnment shall be entered
only once and automatically update accounts and ot her
appropriate subsystens.

al Egm& MANAGEMENT SYSTEM OBJECGILMES... Tha, fol | owi ng _
0 LQCPIVGS shal | be net by the D atﬁeakEBf?san i ncl udi ng
subsidiary systenms, in conplying with appjlcab e law and ap-
groprlate gui dance of the General Accoun IQP Ofice (GAO, the
reasury Departnent, and the OM. A nore detailed explanation
of the ob{ectlves cited below is provided in OMB's ' Financia
Managenment and Accounting (bjectives.' \Were objectives appear
to conflict with other guidance, Operating Admnistrations shal
comuni cate the particulars of the issue to, the Director, Ofice
of Financial Mnagenent, for resolution.
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a. Biseeans Qﬁ;ggga%?s The systemshal |l use the best of
acceptably priced,' contenporary technol ogy--including
automat ed data entry and edit, “data nanagénent, data base
dictionaries, electronic conmmunications between systens,
flexible report formats, and controlled access to data

bases by personal conputers and other neans--to achieve the
fol | owm ng objectives.

1 usﬁﬁuhng?s, Financi al data shall be gathered and

@) processed only where necessary to meet specific
| nternal management needs or external requirenents.
Reports shall "be tailored to specific user, needs and
I f report usa%E does not justify cost, reports shall be
t erm nat ed. eful ness shall be determned, in part,
through consultation with users as part of the financial
systens reviews required by this O der.

2 Iimelénﬁﬁs- Fi nanci al managenent data shall be

@ recorded as soon as pract|cgble after the occurrence of
the event, and relevant prelimnary data shall be made
avail abl e to managers by the fifth working day follow ng
the end of the reportln?_perlod. Gt her standards of
timeliness may be established where the Department has
inventoried reports and set specific standards, with
user participation. Final, corrected data shall be
available in time to neet external reporting
requirenents.

3) Bﬁ%iﬁbili&!.ﬁﬁdrfggglg;gnggs Fi nanci al managenent
| orn%tlon sha e reasonably conplete and accurate,

n

shall be verifiable and ordinarily be drawn fromthe
official records and systens, and shall be no nore
detailed than necessary to neet the needs of managenent

and external requirenents.

(4) g9mpaxﬁbﬁﬁﬁnguuLsﬁmgisggﬂé}; Financial managenent
ata sha e recorded and tepected in the same manner
t hroughout the Department, wusing uniform definitions.
Accounting shall be synchronized with budgeting.
Consi stency over tine shall be maintained, New and

revised systens shall adopt common, existing definitions
and classifications.
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(5) M@m The system shal |l be designed
nd operated with reasonable total costs and transSaction
costs, in accordance with 6MB guidelines. Systens which
are excessively costly shall be identified and phased
out. This shall be accomplished through installation of
effective systens of planning and eval uation, sharing of
data, elimhnation of overlap and duplication, and use of
the best cont enporar% t echnol ogy, including comrercially
avai | abl e packages W th proven siuccess in other agencies
or the private sector.

Systems Integrity  The system shall feature reasonable
controlS designed; operated and eval uated in accordance

with OM8 G rcul ar A-123, "Internal Control Systens," and
A-7h,, "Responsibilities for the Adm nistration and Manage-
nment of Automated Data Processing Activities."

Support for Budgets!

(1) Financial managenent data shall be recorded, stored,
and reported to facilitate budget preparation, analysis,
and execution. Data shall beclassified uniformy and
classification at a mninumshall be at a level ot
detail that di rectI%/, supports execution of enacted
budgets and formul ation of proposed budgets w thout
excessive aggregation or disaggiregattian.

(2) Presidential and Congressional decisions shall be
recorded precisely and financial managenent data on
results shall be classified to track such deci sions.
This includes detailed support for ressrits to O@ under
Circular A-34, "lInstructions on Budgeir Exeeutiom, W as
required by 6vB, and for routine budget subm ssion
materials under Circul ar A-11, "Preparation and
Subm ssion of Budget Estimates." Data required for
budget and nmanagement deci si onnmaki ng on unit costs
and performance shall be included in the system

%ﬂm&mﬂ. Data shall be recorded and
reported rn a manner to facilitate carrying out the
responsibilities of both program and administrative
managers. The Department’s financial management system
shalT provide for a coherent, timely, and accurate financial
management data base. It should be supplenmented as necessary
to neet Departnental nmanagenment and Executive O fice
requi rements for adm nistrative data. Acxtradl accounti ng
information shall be devel oped only as needed for pricin
purposes, conparative cost analyse§, and to neet the needs
of managenent or the Congress.
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Finneeid]l Digellosure  Financial nmanagenent data

be recorded and reported as specifically required by
OMB or TreasurY, to provide for full financial disclosure
and accountability in accordance with appropriate budget and
accounting principles and standards. I nanci al_ di scl osure
requirenents are met through the Bidast, t he Treariry
ngginﬁﬂ_ﬁtaggmgﬁt, and related documents. The Departnent
contributes to this disclosure through required reports to
OMB, Treasury, and the Congress and through proper recording
and classifying of financial data. Any other financial
statenents 1ntended for use by the public shall be submtted

to 6B for review and a?prova and shall be eval uated on the
basis of costs and benefits and for consistency with the

Buiiget.

90 RESPONSIBILITIES.

d.

bi

The Secretary of Transportation is the single designated
official responsible for:

(1) Ensuring that systens are established and proper
mai ntai ned in_accordance with the provisions of
Crcular A-127 and this Oder.

(2) Ap?rpvin? the Departmental five-year plan and sub-
mtting the plan with the annual  budget and manage-
ment subm ssion to OMB by Septenber 30 of each fisca
year.

(3) Submtting the ﬁbﬁﬁwﬁﬁﬁﬁﬁﬂk report to the President
and Congress on the results of the annual accounting
systens reviews in accordance with Section 4 of the
Federal Managers@ Financial Integrity Act on or before
each Decenber 31.

The Assistant Secretary for Admnistration is the
desi gnated senior official responsible for:

(1) Submtting the consolidated Departmental annual
report,-- reqU|red by Section 4 of the Federal Managers'
Financial Integrity Act, on the results of accounting
systems reviews to the Secretary.

(2) Coordinating the overall agency-w de effort of
review ng, inmproving, and reporting on financial
systenms In accordance with this O der
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c.

(3)

gﬁ%i&g@@.SA

Coordi nating the devel opnment of a five-year plan for
devel opi ng new or substantially revising existing
financial systens for the purpose of produci ng DAFIS, a
single integrated efficient financial management system
The five-year plan shall be due to the Secretary on or
about each Septenber 1. A copy of the five-year plan
will be nade available to the Assistant Secrétaries and
ot her senior Department officials upon approval by the
Secretary.

The Director, Ofice of Financial Mnagenent, is the
designated official responsible for: L

(2)

(2

30

(4)

C)

(6)

Devel opi ng an annual plan indicating financial
systens to be reviewed in the current fiscal ¥far.
The annual financial systemreview plan will be

devel oped in accordance with OMB*s "Cuidelines for
Evaluatln?, | mproving, and Reporting upon Financi al
Management/ Accounting Systens,” "Financial. Managenent
and Accounting Objectives, * and Section 4 of the
Federal Managers' Financial Integrity Act.

Provi di ng guidance and direction to systems nanagers
for the purpose of conduct]nP and reporting on reviews
of the Departnent's financial systens.

Mai ntaining, and periodically updating, an inventor

of existing and proposed financial systems which nake
up the Departnent% financi al nan%?enEnt system The
financial systems that are included in the Tinancial
managenent System are only those that neet the
definition provided by . _Financial systens that are
marginally inportant to the Department's financial
managenent system are excluded from the inventory.

Mai nt ai ni ng, and Periodipally updating, a list of
persons specifically assigned the responsibility for
each system making up the Departnent's system

Providing a copy of the inventory of financial
systenms and the |ist of persons assigned responsi-
bility for the systens upon request.

Evaluating the annual financial systens review reports
prepared by Departmental system managers.
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Preparing, in coordination with the Operating
Admnistrations, afive-year plan indicating the need
for the developmurt of new or substantially revised
financial systems. This plan will include aFProprlate
mlestones and estimated costs. The plan will be
reviewed by the nodal admnistrations each fiscal year
and will be submtted to the Assistant Secretary for
Adm nistration on or about each August 1.

Preparing an annual consolidated Departmental report
sumari zing the accounting sxgtens reviews as required
by Section 4 of the Federal nagers' Financial
Integrity Act on or about Novenber 15. |

Coordi nating the foregO|n% reviews with the Assistant
Secretarr for Budget and Prograns to ensure that the
financial systems provide adequate support for the
budget execution and fornulation processes.

The Heads of the Operating Adm nistrations shall be
responsible for:

1)

(2)

(3

Desi gnating a system manager for each financial
managenent sKsten1that the Qperating Adm nistration
has or will have.

Ensuring that the Director, Ofice of Financial
Managenent, is notified when a system nanager is
desi gnated or whenever there is a change in the
desi gnation

Ensuring that the representative(s) for the
Operating Adm nistration, assigned to assist the
wor ki ng group in devel opi ng DAF1S, participate as
necessary.

System nanagers shall be responsible for:

(1) Conducting reviews and preparing reports on
7

financial systens in accordance with the applicable
OMB directives and gui dance provided by the Ofice of
Fi nanci al Managenent, M-80. The draft report is to be
provided to the O fice of FEinancial Managenent, M-80,
on or about each June 1. The draft report will be
coordinated with the Ofice of Financial Mnagenent,
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(2)

(3)

(4)

The
(6))

(2)

DOT_ 2300.3A
515~

M-80; so that each Operating Admnistration and the
Cktiice of the Secretary can submit a final report to
the Assistant Secretary for Admnistration by each
July 1. As part of this review, failure to conform

t 0 ‘objectives i Mpl enent i ng appropriate accounting
principles and standards shall 'be noted and included
IP {ﬁporéfdon accounting systenms under Paragraph 9a(®)
0 I's er.

Coordinating the foregoing reviews with the Cﬁeratlng
Adm ni stration budget offrce to ensure that the
financial systens provide adequate support for the
budget execution and fornul ation processes. |

Ensuring that all financial systems are established,
mai nt ai ned, reviewed, inproved and reported on in
accordance with the provisions of this Order and the
approved five-year plan.

Ensuring eofpatiiiiity Wi th ot her automated financial
managenent systens by coordinating wth the:

(a) Ofice of Information Systens and
Tel econmuni cations, (#-3@) } the design,
devel opment, and operation of any systemt hat
I s devel oped under this Oder.

(b) Managers of all systenms which mayaffect, or
which may be affected by, the financial nanage-
ment system being considered for develeopesait.

Ofice of Inspector CGeneral shall:

Provi de technical assistance, as necessary, to the
Qperating Admnistrations and the Ofice of the
Secretary in their efforts to review and inprove
their financial nanagenent sthens and in neeting the
requi renents of the Federal nagers' Financial
Integrity Act.

Assist the *Assistant Secretary for Admnistration
in the devel opnent of criteria and guidelines.
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(3) Perform in an oversight capacity, the follow ng
types of evaluations:

(a) Sebeetively. assess t he adequacy of the
Departmenf' s accounting systens reviews to
assure that they conply wth the appropriate
O#B gui del i nes and GAO St andar ds.

(b) Conduct independent reviews of financial
systens as deternined appropriate.

a. Each (%)_erau ng Admi nistration and June 1
the Otice of the Secretary wll
report, in accordance with OMB
Crcular A-127, on the results of
Its annual teview of the Department's
financial systens to the Assistant
Secretary for Admnistration. The
report will contain instances of
nonconf ormance and the changes t hat
are necessary to conformto A-127
over the next five years. This
report is to besubmtted in draft
to the Ofice of Financial Managenent
for review and coordination.

bl '#aeh Operating Adnministration and the July 1
Ofice of the Secretary will submt
their final report, required in draft
in the above paragraph, to the _
Assistant Secretary for Administration.

Note:. The Operating Admi nistrations

are not required to develop a five-year.
|an until FY 872. The Ofice of Financial
nagement will prepare and coordinate

a Departmental five-year plan in PY86é

which will be provided to the O{)eratlng _

Admi nistrations for use in developing their

five-year plan.
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e. The Ofice of Financial Minagenent
will submt the five-year plan for
financial management systens to the
Assi stant Secretary fof Administration.

dl The Assistant Secretary for Admnistra-
tion will submt the five-year plan for
devel ameasiit of financial managenent .
systens to the Secretary for tfransmttal
to OMB through the budget subm ssion
process.

e. The Ofice of Financial Mnagenent
will submt the consolidated Depart -
mental annual report required b
Section 4 of the Federal Managers'
Financial Integrity Act on the results
of accounting systens reviews to the
Assi stant Secrefary for Admnistration.

f0 The Assistant Secretary for
Adm nistration will submt the
consol i dated Departnental annual
report required by Section 4 of the
Federal Managers' " Financial Integrity
Act on the results of accounting
systems reviews to the Secretary.

g. The Secretary will submitthe annual
report required by Section 4 of the
Federal Managers' ~ Financial Integrity
Act on the results of accounting
systens reviews to the President and
Congr ess.

FOR THE SECRETARY OF TRANSPCRTATI ON:

Jon H. Seynour
Assi stant Secretary for
Admi ni stration

August 1

Sept enber 1

Novenber 15

December 1

Decenber 31



